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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Township of Armada
Macomb County, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the Township of Armada, Michigan (the Township) as of and for the
year ended March 31, 2016, and the related notes to the financial statements, which collectively comprise the
Township's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of the Township of Armada, Michigan, as of March 31, 2016, and the respective changes in financial position for
the year then ended, in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the budgetary comparison schedules, as identified in the table of contents, be
presented to supplement the basic financial statements. Such information, although not part of the basic
financial statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriale operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance,

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township's basic financial statements. The combining fiduciary funds financial statements and
schedule of indebtedness as identified in the table of contents, are presented for the purpose of additional
analysis and are not a required part of the basic financial statements.

The combining fiduciary funds financial statements and schedule of indebtedness are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
combining fiduciary funds financial statements and schedule of indebtedness are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Magf'%ﬁ.(,

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

September 26, 2016



Township of Armada
MANAGEMENT'S DISCUSSION AND ANALYSIS

March 31, 2016

Financial Reporting

The discussion and analysis of the Township of Armada’s financial performance provides an overview of the
Township's financial activities for the fiscal year ended March 31, 2016. Please read it in conjunction with the
Township’s financial statements.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net position and the statement
of activities provide information about the activities of the Township of Armada as a whole and present a long-
term view of the Township's finances. This long-term view uses the accrual basis of accounting so that it can
measure the cost of providing services during the current year and whether the taxpayers have fully funded the
cost of providing government services.

The fund financial statements present a short-term view: they tell us how the taxpayers’ resources were spent
during the year, as well as how much is available for future spending. Fund financial statements also report the
Township’s operations in more detail than the government-wide financial statements by providing information
about the Township’s most significant funds. The fiduciary fund statements provide financial information about
activities for which the Township acts solely as a trustee or agent for the benefit of those outside the
government,

The Township as a Whole

The following table shows in a condensed format, the net position as of March 31, 2016 and March 31, 2015

Governmental Activities

2016 2015
Assets
Current assets and other $ 2,133,586 $ 1,925,663
Capital assets, net 2,356,944 2,211,911
Total assets 4,490,530 4,137,574
Liabilities
Current liabilities 81,061 78,049
Noncurrent liabilities 219,967 247,493
Total liabilities 301,028 325,542
Net Position
Net investment in capital assets 2,109,451 2,211,912
Restricted 808,981 622,710
Unrestricted 1,271,070 977,409
Total net position $ 4,189,502 $ 3,812,031

The Township of Armada’s net position of governmental activities is $4,189,502 of this amount, $1,271,070 is
unrestricted net position.



Township of Armada
MANAGEMENT'S DISCUSSION AND ANALYSIS

March 31, 2016

The following table shows the change in net position during the years ended March 31, 2016 and March 31, 2015

Governmental Activities

2016 2015
Revenue

Program revenue
Charges for services $ 320,948 $ 287,334
Operating grants and contributions 209,675 185,272
Capital grants and contributions 118,558 -

General revenue
Property taxes 972,201 915,382
State shared revenue 274,925 284,704
Investment earnings 6,837 10,880
Other revenue 25,052 25,380
Total revenue 1,928,196 1,708,952

Program Expenses

General government 285,356 294,156
Public safety 943,068 1,038,989
Public works 63,564 32,426
Health and welfare 62,341 -
Recreation and culture 188,217 64,136
Interest on long-term debt 8,179 9,016
Total program expenses 1,550,725 1,438,723
Change in Net Position $ 377,471 $ 270,229

Governmental Activities

The Township of Armada's total governmental activity revenues were $1,928,196. This was a $219,244
increase in revenues compared to the prior year, primarily resulting from CDBG activity. Also, property values
have increased resulting in more tax revenue; construction activity has increased resulting in higher permit fees,
and reimbursements for elections were greater in 2016 than in 2015.

Governmental activity expenditures of $1,550,725 were recorded for the year, an increase of approximately 8
percent over expenditures for 2015. Certain expenditures were reclassified to the appropriate function while
other functions fluctuated from 2015 to 2016, the most significant increase being in the recreation and culture
function. This was primarily related to the additional depreciation expense that was recognized in 2016 due to
the capital improvements that were made at the Senior Center.

The Township of Armada Funds

The fund financial statements provide detailed information about the most significant funds, not the Township of
Armada as a whole. The Township Board of Trustees creates funds to help manage money for specific
purposes as well as show accountability for certain activities. The Township’s major funds are the General Fund
and Fire Fund.

a) General Fund
Functions relating to the general governmental activities of the Township, which are financed by
property tax levies, by distribution of State revenues from fees charged for various municipal activities
and services recorded in the General Fund.

= iv o=
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Township of Armada
STATEMENT OF NET POSITION

March 31, 2016

ASSETS
Current assets
Cash and cash equivalents
Investments
Receivables
Accounts
Taxes
Due from other governmental units
Prepaids

Total current assets

Noncurrent assets
Capital assets not being depreciated
Capital assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Accrued interest payable
Current portion of long-term debt

Total current liabilities

Noncurrent liabilities
Noncurrent portion of long-term debt

TOTAL LIABILITIES
NET POSITION
Net investment in capital assets
Restricted

Unrestricted

TOTAL NET POSITION

See accompanying notes to financial statements

Governmental
Activities

$ 1,762,971
188,982
102,529

33,768
38,404
6,932

2,133,586

285,349

2,071,595

2,356,944

4,490,530

30,002
156,355

8,178
27,526

81,061

219,967

301,028

2,109,451
808,981

1,271,070

$ 4,189,502



Township of Armada
STATEMENT OF ACTIVITIES

Year Ended March 31, 2016

Program Revenues Net (Expense)

Operating Capital Revenue and

Charges for Grants and Grants and Changes in

Functions/Programs Expenses Services Contributions  Contributions  Net Position

Governmental activities
General government $ 28535 $ 14,175 § - $ 118,558 § (152,623)
Public safety 943,068 68,643 200,660 - (673,765)
Public works 63,564 S 2,990 - (60,574)
Health and welfare 62,341 238,130 - - 175,789
Recreation and culture 188,217 - 6,025 - (182,192)
Interest on long-term debt 8,179 - - = (8,179)
Total governmental activites § 1,550,725 § 320,948 §$ 209675 $ 118,558 (901,544)
General revenues

Property taxes 972,201

State shared revenue 274,925

Investment earnings 6,837

Miscellaneous 25,052

Total general revenues 1,279,015

Change in net position 377,471

Net position, beginning of the year 3,812,031

Net position, end of the year $ 4,189,502

See accompanying notes to financial statements



Township of Armada
Governmental Funds
BALANCE SHEET

March 31, 2016

General Fire
Fund Fund Total
ASSETS
Cash and cash equivalents $ 829,619 $ 933,352 $ 1,762,971
Investments 188,982 - 188,982
Receivables
Accounts 41,822 60,707 102,529
Taxes 7,528 26,240 33,768
Due from other governmental units 30,626 7,778 38,404
Due from other funds 208,961 - 208,961
Prepaids 5,250 1,682 6,932
TOTAL ASSETS $ 1,312,788 $ 1,029,759 $ 2,342,547
LIABILITIES
Accounts payable $ 18,185 $ 11,817 $ 30,002
Accrued liabilities 15,355 - 15,355
Due to other funds - 208,961 208,961
TOTAL LIABILITIES 33,540 220,778 254,318
FUND BALANCES
Nonspendable 5,250 1,682 6,932
Restricted for public safety - 807,299 807,299
Commited for township hall improvements 251,414 - 251,414
Assigned for subsequent year's expenditures 317,762 - 317,762
Unassigned 704,822 - 704,822
TOTAL FUND BALANCES 1,279,248 808,981 2,088,229
TOTAL LIABILITIES AND FUND BALANCES $ 1,312,788 $ 1,029,759 $ 2,342,547

See accompanying notes to financial statements.



Township of Armada

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

March 31, 2016

Total fund balances - governmental funds $ 2,088,229

Amounts reported for the governmental activities in the statement of net position are
different because:

Capital assets used in governmental activities are not financial resources and therefore
are not reported as assets in the governmental funds.

The cost of capital assets is $ 5,007,085
Accumulated depreciation is (2,650,141)
Capital assets, net 2,356,944

Long-term liabilities are not due and payable in the current period and therefore are not
reported as liabilities in the funds. Long-term liabilities at year-end consist of:

Loan payable (247,493)
Accrued interest payable (8,178)
(255,671)
Net position of governmental activities $ 4,189,502

See accompanying notes to financial statements



Township of Armada

Governmental Funds

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Year Ended March 31, 2016

REVENUES
Taxes
Intergovernmental
Charges for services
Interest
Other

TOTAL REVENUES

EXPENDITURES
Current
General government
Public safety
Public works
Health and welfare
Recreation and culture
Debt service
Principal retirement
Interest
Capital outlay

TOTAL EXPENDITURES
NET CHANGE IN FUND BALANCES
Fund balances, beginning of year

Fund balances, end of year

See accompanying notes to financial statements

General Fire

Fund Fund Total
3 233,543 $ 738,658 $ 972,201
408,847 196,285 605,132
57,312 250,781 308,093
5,783 1,054 6,837
23,893 12,040 35,933
729,378 1,198,818 1,928,196
270,502 - 270,502
88,898 797,985 886,883
54,574 - 54,574
- 62,341 62,341
228,244 - 228,244
26,688 26,688
- 9,016 9,016
68,518 116,517 185,035
710,736 1,012,547 1,723,283
18,642 186,271 204,913
1,260,606 622,710 1,883,316
$ 1,279,248 $ 808,981 $ 2,088,229




Township of Armada

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF THE GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended March 31, 2016

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities are different
because:

Capital outlays are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful
lives as depreciation expense. In the current period, these amounts are:

Capital outlay $ 311,893
Depreciation expense (166,860)

Excess of capital outlay over depreciation
Items resulting from the repayment of long-term debt is reported as expenditures in
governmental funds, but the repayment reduces long-term liabilities in the statement of
net position. In the current year, these amounts consist of:
Debt repayment

Some items reported in the statement of activities do not require the use of current
financial resources and therefore are not reported in the governmental funds. These
activities consist of:

Decrease in accrued interest payable

Change in net position of governmental activities

See accompanying notes to financial statements

$ 204,913

145,033

26,688

837

§ 577471



Township of Armada
Fiduciary Funds
STATEMENT OF ASSETS AND LIABILITIES

March 31, 2016

Agency
Funds
ASSETS
Cash and cash equivalents $ 94,365
LIABILITIES
Due to other governmental units $ 9,251
Due to individuals and agencies 85,114
TOTAL LIABILITIES $ 94,365

See accompanying notes to financial statements



Township of Armada
NOTES TO FINANCIAL STATEMENTS
March 31, 2016

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The Township of Armada was incorporated under the laws of the State of Michigan and operates as a General
Law Township, with a Township Board form of government. The Township is governed by an elected five-
member Board. The Township provides the following services as authorized by its charter: public safety (fire
and building inspection), health and welfare (ambulance), public improvements, recreation, planning, and
general administrative services.

The financial statements of the Township have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) as applied to the Township governments. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The Township’s more significant policies are
described below:

1. Reporting Entity

As required by accounting principles generally accepted in the United States of America, these financial
statements present the financial activities of the Township of Armada. The Township does not have any
activities that would be classified as component units.

The inclusion of the activities of various agencies is based on the manifestation of oversight criteria, relying on
such guidelines as the selection of the governing authority, the designation of management, the ability to exert
significant influence on operations, and the accountability for fiscal matters. The accountability for fiscal matters
considers the possession of the budgetary authority, the responsibility for surplus or deficit, the controlling of
fiscal management, and the revenue characteristics, whether a levy or a charge. Consideration is also given to
the scope of public service. The scope of public service considers whether the activity is for the benefit of the
reporting entity and/or its residents and is within the geographic boundaries of the reporting entity and generally
available to its citizens.

Based upon the application of these criteria, the financial statements of the Township of Armada contain all the
funds controlled by the Township Board.

2. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities (the government-wide financial statements) present
information for the government as a whole. All non-fiduciary activities are included (i.e., fiduciary fund activities
are not included in the government-wide financial statements). For the most part, interfund activity has been
eliminated in the preparation of these statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activities presents the direct functional expenses of the primary government and the program
revenues that support them. Direct expenses are specifically associated with a service, program, or department
and are therefore clearly identifiable to a particular function. Program revenues are associated with specific
functions and include charges to recipients of goods or services and grants and contributions that are restricted
to meeting the operational or capital requirements of that function. Revenues that are not required to be
presented as program revenues are general revenues. This includes all taxes, interest, and unrestricted State
revenue sharing payments and other general revenues and shows how governmental functions are either self-
financing or supported by general revenues.



Township of Armada
NOTES TO FINANCIAL STATEMENTS
March 31, 2016

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

2. Basis of Presentation - continued

FUND FINANCIAL STATEMENTS

The fund financial statements present the Township's individual major funds. Separate financial statements are
provided for governmental funds and fiduciary funds, even though the latter are excluded from the government-
wide financial statements. The major individual governmental funds are reported as separate columns in the
fund financial statements.

The Township reports the following major governmental funds:

a. The General Fund is the Township's primary operating fund. It accounts for all financial resources of
the general government except for those that are required to be accounted for in another fund.

b. The Fire Fund accounts for revenues and expenditures of the fire department and advanced life support
operations within the Township. Funding is generated through a local property tax millage.

The Township also reports agency funds to account for assets held by the Township as an agent for other
governments, private organizations, or individuals. Agency funds are, by nature, custodial; therefore, operation
results are not measured. The Township’s agency funds are the Current Tax Collections Fund and the Trust
and Agency Fund.

3. Measurement Focus

The government-wide financial statements are reported using the economic resources measurement focus,
similar to that used by business enterprises or not-for-profit organizations. Because another measurement
focus is used in the governmental fund financial statements, reconciliations to the government-wide financial
statements are provided that explain the differences in detail.

All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets, deferred outflows of resources, current liabilities, and deferred inflows
of resources generally are included on the balance sheet. Operating statements of these funds present
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing
uses) in fund balance.

There is no measurement focus for fiduciary agency funds since assets equal liabilities.

4. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of the measurements made regardless of the
measurement focus applied.

All governmental funds are accounted for using the modified accrual basis of accounting. Under this method,
revenues are recognized when they become susceptible to accrual (when they become both “measurable” and
“available to finance expenditures of the current period”). The length of time used for “available” for purposes of
revenue recognition in the governmental fund financial statements is sixty (60) days. Revenues which are
considered measurable, but not available, are recorded as a receivable and unavailable revenue. Revenues
are generally considered available when they are received in cash (unless legally restricted to some future
period) or when earned and expected to be collected soon enough after year-end to pay liabilities of the current
period. Significant revenues susceptible to accrual include certain intergovernmental revenues and charges for
services. Expenditures are generally recognized under the modified accrual basis of accounting when the
related fund liability is incurred, except for interest on long-term debt which is recorded when due

(9]



Township of Armada
NOTES TO FINANCIAL STATEMENTS
March 31, 2016

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

4. Basis of Accounting - continued

All agency funds are accounted for using the accrual basis of accounting. Their revenues are recognized when
they are earned, and their expenses are recognized when they are incurred.

Iffwhen both restricted and unrestricted resources are available for use, it is the Township's policy to use
restricted resources first, then unrestricted resources as they are needed. Ifiwhen committed, assigned, and
unassigned resources are available for use, it is the Township's policy to use committed resources first, then
assigned resources, and unassigned resources as they are needed.

5. Budgets and Budgetary Accounting

Budgets for General and Special Revenue Funds are adopted on a basis consistent with the modified accrual
basis used to reflect actual results in the fund financial statements.

The Township employs the following procedures in establishing the budgetary data reflected in the financial
statements:

a) Budgets must be adopted for the General Fund and Special Revenue Funds.

b) The budgets must be balanced. The balanced budget may include a contribution to or appropriation
from fund balance.

c) The budgets must be amended when necessary.

d) Debt cannot be entered into unless permitted by law.

e) Expenditures cannot exceed budget appropriations.

f) Expenditures cannot be made unless authorized in the budget.
g) Public hearings must be held before budget adoptions.

6. Cash, Cash Equivalents, and Investments

Cash consists of petty cash, checking and savings accounts. Cash equivalents consist of certificates of deposit
with original maturities of ninety (90) days or less. Investments include certificates of deposit with original
maturities of greater than ninety (90) days from the date of purchase. Deposits are recorded at cost.

7. Receivables

Receivables consist of amounts due from various individuals, governments, and businesses related to charges
for services, amounts owed to the Township from special assessments, grants, and taxes levied that have not
been collected.

8. Prepaids

Prepaid expenditures in the governmental funds, such as insurance premiums, which are expected to be written
off within the next fiscal year, are included in fund balance. Reported prepaid expenditures are equally offset by
nonspendable fund balance which indicates they do not constitute “available spendable resources” even though
they are a component of fund balance.

-10 -



Township of Armada
NOTES TO FINANCIAL STATEMENTS
March 31, 2016

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

9. Property Tax

The Township bills and collects its own property taxes and the tax levy for other governmental units. The
Township’s property tax revenue recognition policy and related tax calendar disclosures are as follows:

Property taxes are levied on December 1. The tax levy is due February 28. All taxes not paid by their due date
are deemed delinquent. Delinquent real and personal property taxes are turned over to the Macomb County
Treasurer on March 1 of the year following the levy. The Macomb County Treasurer remits payment to all taxing
units on all delinquent real property taxes. Personal property payments are remitted to the Township when the
County collects the delinquent property taxes still outstanding after March 1.

The Township is permitted to levy up to $1 per $1,000 of taxable valuation for general governmental service and
additional amounts for fire and advanced life support operations. For the year ended March 31, 2016, the
Township levied 0.7235 mills for general governmental services, 1.5000 mills for fire services, and 1.5000 mills
for advanced life support services. The total taxable value for the 2015 levy for the property within the Township
was $305,701,162.

10. Capital Assets

Capital assets are recorded (net of accumulated depreciation, if applicable) in the government-wide financial
statements. Capital assets are those with an initial individual cost of $3,000 or more and an estimated useful
life of more than one (1) year. Capital assets are not recorded in the governmental funds. Instead, capital
acquisition and construction are reflected as expenditures in governmental funds, and the related assets are
reported in the government-wide financial statements. All purchased capital assets are valued at cost where
historical records are available and at an estimated historical cost where no historical records exist. Donated
capital assets are valued at their estimated fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Infrastructure 40 years
Buildings and improvements 20 to 40 years
Machinery, equipment, and furniture 3 to 20 years

11. Compensated Absences

The Township Fire Department has employment contracts which include paid holidays, vacation time, personal
days, sick days and bereavement days for the full time employees. Each employee is allowed nine paid
holidays, four personal days, four sick days, and three to five bereavement days per fiscal year (bereavement
days are a minimum of three, but can be up to five days depending on distance to travel for services). Vacation
time is awarded after one year of full time service. If the period of employment is between one and two years,
they receive three vacation days; two to four years receive five vacation days, and five or more years receive
seven days. All compensated absences are not cumulative and are forfeited if unused.

12. Long-Term Obligations

Long-term debt and other long-term obligations are recognized as liabilities in the government-wide financial
statements when incurred. The portion of those liabilities expected to be paid within the next year is a current
liability with the remaining amounts shown as noncurrent.

-11 -



Township of Armada
NOTES TO FINANCIAL STATEMENTS
March 31, 2016

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

12. Long-Term Obligations - continued

Long-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumulated for payment early in the following year. For other long-term obligations, only that portion expected to
be financed from expendable available financial resources is reported as a fund liability of a governmental fund.

13. Comparative Data

Comparative data for the prior year has not been presented in all funds in the accompanying financial
statements since their inclusion would make the financial statements unduly complex and difficult to read.

NOTE B: DEPOSITS

In accordance with Michigan Compiled Laws, the Township is authorized to invest in the following investment
vehicles:

a. Bonds, securities, and other obligations of the United States or any agency or instrumentality of the United
States.

b. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a State or nationally
chartered bank or a State or Federally chartered savings and loan association, savings bank, or credit union
whose deposits are insured by an agency of the United States government and which maintains a principal
office or branch office located in this State under the laws of this State or the United States, but only if the
bank, savings and loan association, savings bank or credit union is eligible to be a depository of surplus
funds belonging to the State under Section 6 of 1855 PA 105, MCL 21.146.

c. Commercial paper rated at the time of purchase within the three (3) highest classifications established by
not less than two (2) standard rating services and which matures not more than 270 days after the date of
purchase.

d. The United States government or federal agency obligations repurchase agreements.
e. Bankers acceptances of United States banks.

f. Mutual funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

Deposils

There is a custodial credit risk as it related to deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the Township's deposits may not be returned to it. As of March 31, 2016, the carrying amount of the
Township’s deposits was $2,046,294 and the bank balance was $2,119,636, of which $1,022,874 was covered by
federal depository insurance. The remaining balance of $1,096,762 was uninsured and uncollateralized. The
Township had $24 of petty cash on hand as of March 31, 2016.
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Township of Armada
NOTES TO FINANCIAL STATEMENTS

March 31, 2016

NOTE B: DEPOSITS - CONTINUED

Deposits - continued

The Township believes that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is
impractical to insure all deposits. As a result, the Township evaluates each financial institution with which it
deposits funds and assesses the level of risk of each institution; only those institutions with an acceptable
estimated risk level are used as depositories.

Credit Risk
State law limits investments in certain types of investments to a prime or better rating issugd b_y nationally
recognized statistical rating organizations (NRSRO's). As of March 31, 2016, the Township did not have

investments that would be subject to rating.

Interest Rate Risk

The Township will minimize interest rate risk, which is the risk that the market value of securlities in the_ po'rtfolio
will fall due to changes in market interest rates, by designating its investment portfolio with the object!vg of
obtaining a rate of return through the economic cycles considering risk constraints and cash flow characteristics.

Concentration of Credit Risk

The Township will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Township’s investment in a single issuer, by diversifying the investment portfolio by security type to ensure that
potential losses on individual securities do not exceed the income generated from the remainder of the portfolio.

The deposits referred to above have been reported in either the cash and cash equivalents or inve§tments
captions on the financial statements, based upon criteria disclosed in Note A. The following summarizes the
categorization of these amounts as of March 31, 2016:

Governmental Fiduciary
Activities Funds Total
Cash and Cash Equivalents $ 1,762,971 $ 94,365 $ 1,857,336
Investments 188,982 - 188,982

$ 1,951,953 $ 94,365 $ 2,046,318

NOTE C: INTERNAL BALANCES

The following schedule details interfund receivables and payables at March 31, 2016:

Due to General Fund from:
Fire Fund $ 208,961

Amounts appearing as interfund payables and receivables arise from three types of transactions. One type of
transaction is where a fund will pay for a good or service that at least a portion of the benefit belongs to another
fund. A second type of transaction is where one fund provides a good or service to another fund.
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Township of Armada
NOTES TO FINANCIAL STATEMENTS

March 31, 2016

NOTE D: CAPITAL ASSETS

Capital asset activity of the Township’s governmental activities was as follows:

Balance Balance
April 1, 2015 Additions Deletions March 31, 2016
Capital assets not being depreciated
Land $ 285349 § - 8 - § 285,349
Capital assets being depreciated
Infrastructure 310,925 55,591 - 366,516
Buildings and improvements 1,694,358 173,985 {(20,220) 1,848,123
Machinery and equipment 2,411,220 76,532 - 2,487,752
Office furnishings 13,560 5,785 - 19,345
Total capital assets
being depreciated 4,430,063 311,893 (20,220) 4,721,736
Less accumulated depreciation for:
Infrastructure (29,646) (9,289) - (38,935)
Buildings and improvements (901,012) (41,398) 20,220 (922,190)
Machinery and equipment (1,559,874) (115,155) - (1,675,029)
Office furnishings (12,969) (1,018) - (13,987)
Total accumulated
depreciation (2,503,501) (166,860) 20,220 (2,650,141)
Net capital assets
being depreciated 1,926,562 145,033 -0- 2,071,595
Capital assets, net $ 2211911 $ 145033 § -0- $ 2,356,944

Depreciation expense was charged to the following governmental activities:

General government $ 10,993
Public safety 132,717
Public works 8,990
Recreation and culture 14,160

$ 166,860

NOTE E: LONG-TERM DEBT

The following is a summary of changes in long-term debt (including current portion) of the Township for the year
ended March 31, 2016:

Amounts
Balance Balance Due Within
April 1, 2015 Additions Deletions March 31, 2016 One Year
Loan payable $ 274,181 $ - $ (26,688) $ 247,493 $ 27,526
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Township of Armada
NOTES TO FINANCIAL STATEMENTS

March 31, 2016

NOTE E: LONG-TERM DEBT - CONTINUED

Significant details regarding outstanding long-term debt (including current portion) are presented below:

$300,000 Loan payable dated April 24, 2013, due in annual instaliments of
$35,704 through April 24, 2023, with interest at 3.25 percent, payable annually. $ 247,493

The annual requirements to pay the debt principal and interest outstanding for the loan are as follows:

Year Ending

March 31, Principal Interest
2017 $ 27,526 $ 8,178
2018 28,456 7,249
2019 29,393 6,311
2020 30,362 5,343
2021 31,350 4,354

2022-2024 100,406 6,690

$ 247,493 $ 38,125

NOTE F: RISK MANAGEMENT

The Township participates in the Michigan Township Participating Plan for auto, property, general, wrongful
acts, electronic data processing (EDP), crime, inland marine, law enforcement, employee benefits, public
officials, and casualty losses. Settled claims have not exceeded the amount of insurance coverage in any of the
past three (3) fiscal years.

The Township carried commercial insurance for the risk of loss due to workers' compensation claims. Settled

claims relating to commercial insurance do not exceed the amount of insurance coverage in any of the past
three (3) fiscal years.

NOTE G: DETAILS OF FUND BALANCE CLASSIFICATIONS

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, established fund
balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound
to observe constraints imposed upon the use of the resources reported in governmental funds. The following
are the five (5) fund balance classifications under this standard:

Nonspendable - assets that are not available in a spendable form such as inventory, prepaid expenditures, and

long-term receivables not expected to be converted to cash in the near term. It also includes funds that are
legally or contractually required to be maintained intact such as the corpus of a permanent fund or foundation.
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Township of Armada
NOTES TO FINANCIAL STATEMENTS

March 31, 2016

NOTE G: DETAILS OF FUND BALANCE CLASSIFICATIONS - CONTINUED

Restricted - amounts that are required by external parties to be used for a specific purpose. Constraints are
externally imposed by creditors, grantors, contributors or laws, regulations or enabling legislation.

Committed - amounts constrained on use imposed by formal action of the government's highest level of
decision making authority (i.e., Board, Council, etc.).

Assigned - amounts intended to be used for specific purposes. This is determined by the governing body, the
budget or finance committee or a delegated municipality official.

Unassigned - all other resources; the remaining fund balance after non-spendable, reslrictiqns, commitments,
and assignments. This class only occurs in the General Fund, except for cases of negative fuqd balances.
Negative fund balances are always reported as unassigned, no matter which fund the deficit occurs in.

Fund Balance Classification Policies and Procedures

The formal action that is required to be taken to establish, modify, or rescind a fund balance commitment is a
resolution by the Township Board, the highest level of decision making authority of the Township.

For assigned fund balance, the Township has not adopted a policy indicating who is authorized to assign
amounts to a specific purpose. As a result, the authority is retained by the Township Board.

For the classification of fund balances, the Township of Armada considers restricted amounts to have been
spent first when an expenditure is incurred for which both restricted and unrestricted fund balance is available.
Also for the classification of fund balances, the Township of Armada considers committed, assigned, or
unassigned amounts to have been spent when an expenditure is incurred for purposes for which amounts in
any of those unrestricted fund balance classifications could be used.

NOTE H: CONSTRUCTION CODE ACTIVITY

In accordance with Michigan Public Act 245 of 1999, the Township is required to maintain a separate
accounting system that separately accumulates revenues and expenditures related to code enforcement. As
required under provisions of the Act, the Township adopted this accounting treatment effective January 1, 2000.
The following is a summary of the activity for the year ended March 31, 2016:

REVENUES
Licenses and permits
Building permits $ 51,244
EXPENDITURES
Construction code expenditures 64,653
Current year excess of revenues (under) expenditures (13,409)

Prior cumulative excess of
revenues (under) expenditures (198,444)

Cumulative excess of revenues
(under) expenditures $ (211,853)

-1R -



Township of Armada
NOTES TO FINANCIAL STATEMENTS

March 31, 2016

NOTE I: UPCOMING ACCOUNTING PRONOUNCEMENTS

In March 2015, the GASB issued Statement No. 72, Fair Value Measurement and Application. The statement
addresses accounting and financial reporting issues related to fair value measurements. The definition of fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. This statement provides guidance for applying fair value
to certain investments and disclosures related to all fair value measurements. The Township is currently
evaluating the impact this standard will have on the financial statements when adopted during the year ending
March 31, 2017.

In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. The statement improves
financial reporting through the disclosure of information about the nature and magnitude of tax abatements that
are consistently or comprehensively reported to the public at present. The Township is currently evaluating the
impact this standard will have on the financial statements when adopted during the year ending March 31, 2017.

-17 -



REQUIRED SUPPLEMENTARY INFORMATION



Township of Armada
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended March 31, 2016

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Taxes $ 227304 $ 227304 $ 233543 % 6,239
Intergovernmental
Federal 121,815 121,815 118,558 (3,257)
State 286,333 286,333 279,009 (7,324)
Local 30,524 30,531 11,280 (19,251)
Charges for services 33,600 33,600 57,312 23,712
Interest 2,300 2,300 5783 3,483
Other 23,550 23,550 23,893 343
TOTAL REVENUES 725,426 725,433 729,378 3,945
EXPENDITURES <
Current
General government
Township board 84,018 90,131 60,468 29,663
Supervisor 30,207 30,207 28,895 1,312
Clerk 50,539 50,789 48,566 2,223
Board of review 1,737 1,737 1,254 483
Assessor 42,800 43,050 41,640 1,410
Treasurer 42,873 42,873 38,704 4,169
Elections 14,115 14,415 10,564 3,851
Building and grounds 25,892 25,892 18,512 7,380
Cemetery 2,500 2,500 1,476 1,024
Professional services 20,000 25,000 20,423 4,577
Total general government 314,681 326,594 270,502 56,092
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Township of Armada
General Fund
BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended March 31, 2016

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
EXPENDITURES - CONTINUED
Current - continued

Public safety
Ordinance enforcement $ 4722 % 4837 % 4522 % 315
Inspections 54,894 66,422 64,653 1,769
Planning and zoning 19,757 22,222 19,723 2,499
Total public safety 79,373 93,481 88,898 4,583

Public works
Refuse collection 60,078 60,078 54,476 5,602
Engineers 37,000 35,430 98 35,332
Total public works 97,078 95,508 54,574 40,934
Recreation and culture 226,671 249,771 228,244 21,527
Capital outlay 278,500 232,227 68,518 163,709
TOTAL EXPENDITURES 996,303 997,581 710,736 286,845
NET CHANGE IN FUND BALANCE (270,877) (272,148) 18,642 290,790
Fund balance, beginning of year 1,260,606 1,260,606 1,260,606 -0-
Fund balance, end of year $ 989729 $§ 988458 $ 1,279,248 $ 290,790
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Township of Armada
Fire Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended March 31, 2016

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Taxes $ 740,812 $ 740812 $ 738658 % (2,154)
Intergovernmental 84,000 84,000 196,285 112,285
Charges for services 159,500 162,500 250,781 88,281
Interest 2,000 2,000 1,054 (946)
Other 13,300 13,300 12,040 _(1,260)
TOTAL REVENUES 999,612 1,002,612 1,198,818 196,206
EXPENDITURES
Current
Public safety 762,293 759,598 797,985 (38,387)
Health and welfare 72,500 73,660 62,341 11,319
Debt service
Principal - - 26,688 (26,688)
Interest - - 9,016 (9,0186)
Total debt service -0- -0- 35,704 (35,704)
Capital outlay 51,000 52,535 116,517 (63,982)
TOTAL EXPENDITURES 885,793 885,793 1,012,547 (126,754)
NET CHANGE IN FUND BALANCE 113,819 116,819 186,271 69,452
Fund balance, beginning of year 622,710 622,710 622,710 -0-
Fund balance, end of year $ 736529 $ 739529 $ 808,981 % 69,452
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Township of Armada
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

Year Ended March 31, 2016

NOTE A: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Michigan Public Act 621 of 1978, Sections 18 and 19, as amended, provides that a local governmental unit not
incur expenditures in excess of the amounts appropriated.

The Township's budgeted expenditures in the General Fund and Fire Fund have been shown at the function level.
The approved budgets of the Township have been adopted at the function level.

During the year ended March 31, 2016, the incurred expenditures in the Fire Fund in excess of the amounts
appropriated as follows:

Amounts Amounts
Appropriated Expended Variance
Fire Fund
Current
Public safety $ 759,598 $ 797,985 $ 38,387
Debt service - 35,704 35,704
Capital outlay 52,535 116,517 63,982
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Township of Armada
Fiduciary Funds
COMBINING STATEMENT OF ASSETS AND LIABILITIES

March 31, 2016

Agency Funds

Trust and Current Tax
Agency Collections Total
ASSETS
Cash and cash equivalents $ 84,201 $ 10,164 $ 94 365
LIABILITIES
Due to other governmental units $ - $ 9,251 $ 9,251
Due to individuals and agencies 84,201 913 85,114
TOTAL LIABILITIES $ 84,201 $ 10,164 $ 94,365
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Township of Armada
SCHEDULE OF INDEBTEDNESS

March 31, 2016

Governmental Activities:

Capac State Bank - Fire Truck Installment Loan

Dated: April 24, 2013
Original Issue: $300,000

Principal Remaining
Interest Date of Outstanding Annual Interest
Rate Maturity March 31, 2016 Payable
3.25% 4/24/2016 $ 27,526 $ 8,178
3.25% 4/24/2017 28,456 7,249
3.25% 4/24/2018 29,393 6,311
3.25% 4/24/2019 30,362 5,343
3.25% 4/24/2020 31,350 4,354
3.25% 4/24/2021 32,395 3,309
3.25% 4/24/2022 33,463 2,242
3.25% 4/24/2023 34,548 1,139

$ 247,493 $ 38,125
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